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StsCTION I
S"ATE OF ?HE ECONOMY

7.7 INTRODUCrIOJV
India's growth story has largely remained positive on the strength of

d.omestic absorption, and the country has registered a robust and steady pace

of economic growth in 2015-16 as it did in 2014-15. This comes at a time when

global macroeconomic landscape is chartering a rough and uncertain terrain
characterized by weak growth in world output. The situation has been

exacerbated by; (i) declining prices of a number of commodities, with reduction
in crude oil prices being the most visible of them, (ii) turbulent financial
markets (more so equity markets), and (iii) volatile exchange rates. Growth in
advanced economies has improved modestly since 2013 while the emerging

economies have witnessed a consistently declining trend in growth rate since

2010. It is against this background that the recent Indian growth story appears

particularly bright. However, the improvement in growth has been uneven,

powered. only by private consumption and pubiic investment. For sustainable
and rapid medium term growth, private sector investment and exports need to

revive. Fiscal and monetary policy stances will need to be carefully re-assessed,

to ensure they strike the appropriate balance between the short-term need to

spur demand, especially private investment and exports, and the longer-term
need for preserving fundamental macroeconomic stability.

7.2 Gross Domestic Product (GDP)

Real GDP or Gross Domestic Product (GDP) at constant (201L-12) prices

in the year^ 2015- 16 is likely to attain a level of t113.50 lakh crore, as against
the First Revised Estimate of GDP for the year 2Al4-15 of t105.52 lakh crore.

The growth in GDP during 2015-16 is estimated at7.6 percent as compa-red to
the growth rate of 7.2 percent in 2014- 15. Real GVA, i.e , GVA at basic
constant (2011-12) prices for the year 2015-16 is estimated at {104.27 lakh
crore showing a growth rate of 7.2 percent (as against 7.3 percent estimated
earlier over the First Revised Estimates of GVA for the year 2Al4-15 of <97.27
lakh crore). The sectors which registered growth rate of over 7.O percent are

'financial, real estate and professional services' (10.3 percent), manufacturing
(9.3 percent), 'trade, hotels, transport, communication and services related to
broadcasting' {9.0 percent), and 'mining and quarrying' \7.4 percent). The
growth in the 'agriculture, forestry and fishing', 'construction', 'electricity, gfls,

I
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water supply & other utility services', 'pubric administration,
services'is estimated to be 1.2 percent, 3.9 percent, 6.6
percent respectively.

defence and other
percent and 6.6

Table1.lA
GDP at eonstant pripes 2[]-] -]'} lo/ol
{{ crore}

20L2-L3 20.L3-t4 20L4-L5
1"t RE

20!5-L6
PE

GVA at basic
Price 8832012 9084369 9727490 10427 tgl
Growth rate
lYol 5.1 7.7 7.2
Source: Central Statistics Olfic
RB: Reursed Estimate PE: proui.sional Estimate

Growth in terms of GVA at basic prices at constant 2OLL-I2 prices,
indicate that, grou'th in manufacturing sector revived to 9.3 percent during
2015-16, agricuitura-l sector however record,ed a slow growth of 1.2 percent.
Services, has emerged as a prominent sector of Indian economy in terms of
contribution to national and states' income. Financial , real estate &
professional services registered an impressive growtJr of 10.3 percent, while
public administration, defence and other services recorded a growth of 6.6
percent and trade, hotels, transport, communications and services related to
broadcasting grew at 9.0 percent during the year. (Table 1.1E,)

L

Growth in GVA at Basie price f%|
at 2AL1-12 prices

2014-15
1st RE

Agriculture, Forestry & Fishing
Mining & Quarrying
Manufacturing
Electricity, Gas, Water Supplyl:,recmlclry, Lias, water suppiy & other
utility services

2.



Construction 4.4 3.9
Trade, Hotels, Transport, Communication
and services related to broadcasting

9.8 9.0

Financing, Real Estate & Professional
Services

10.6 io.3

Public Administration, defence and other
services

70.7 6.6

GVA at Basic Price 7.L 7.2
Source: CSO
PE: Prouisional Estimates; RE: Reuised Estimates

Cantposition af GDP

The growing predominance of the services sector in terms of
contribution to the GDP clearly reflects structural change in the Indian
economy since liberalization of the economy in the early 1990s. On the basis of
the new series of national income, in terms of share in Gross Value Added
(GVA), the share of agriculture has gradually declined from 17.8 percent in
2012-13 to 15.4 percent in 2015-16, and that of industry has stagnated
between 31-32 percent, the share of services has increased marginally from
50.2 percent in 2012-13 to 53.4 percent in 2015-16 (Table 1.2).

-L3 Seetoral?erformance

4q"ryu,4\fi$e
During the last three years, the growth rates in agriculture have been

fluctuating at 1"5 percent in 2072-13,4.2 percent in 2073-14, and (-)0.2

Table 1.2
PerceRtage Share in GVA at hasie price {in %}

{at constant 2O11-12 prices}

Sector
20L2-t3 2013-14 20.L4-15 2015-16

(PE)

Agriculture 17.8 17.5 16.3 i5.4
Industry 31.9 31.6 31.2 31.3
Services 50.2 51.0 52"5 53.4
Source: CSO & Office of Economic Aduiser
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percent in 2o14- 15. According to the cso (central statistics office) estimatesreleased on 31 May 2016, the growth in the'agriculture, forestry and fishing,sector is estimated at L-2 percent in 2015-16. The shortfall in growth inagriculture is explained by the fact that 60 percent of agriculture in India israinfail dependent and there have been two consecutive d;"d;r."." in 2013-14 and 2oL4^75' Moreover, there are issues of expansion in irrigation and itsefficiency, growth of capital formation in the sector has been d.eclining andthere is volatility in the markets, especially of prices, altering and distortingcropping patterns of some crops. As compared to 2014-1s productio n of 252.02million tonnes, current year production 201s-16 as per the 3.d advancedestimate was 252.23 million tonnes" This was higher by 0.21 million tonnes(Table 1.3).

Production of serected agricurturar commodities
,*Jtt!

lrnillion tonnes|
20tL-tz 2012-13 2013-L4

257.73 265.A4

105.30 105.24 105.48 103.36

Source: Dept. of Agricuthtre and Cooperation
FE: Final Estimate AE: Ad.uanced. Estimate

4
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The year 2015-16 is witnessing a tumultuous global economic

environment with major economies showing signs of slowdown in growth.
Against this background, the fact that the Indian economy has emerged as ttre
fastest growing economy with a high growth rate of over 7 percent is
noteworthy. The manufacturing sector has been a major contributor in
sustaining this high growth rate. During 2015-16, industrial production on the
basis of Index of Industrial Production (IIP) which broadly comprises of mining,
manufacturing and electricity attained a growth of 2.4 percent (Table 1.4 and
Chart 1.21. The recovery was the result of continuous government initiative in
terms of ease of doing business and Make in India initiative. Mining and
Electricity also registered handsome growth. with a view to creating investment
and a business*friendly environment, the government has initiated various
reform measures for simplification and rationaJization of procedures and
processes to attract more FDI. The impact of these has started becoming
visible. The landmark initiatives like Make in India, Ease of Doing Business,
Start Up India, Digital India, and. Smart Cities, etc. will provide further impetus
to industries and the industrial sector is expected to be the key driver of
economic gror,lth in the country. These initiatives would also help in
transforming infrastructure sector which is slne qua non for achieving and
sustaining higher economic growth.
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Industry
Group

S/eight 2010-
11

2011-
L2

2012-
13

20L3-
L4

20.L4-
15

2015-
L6

Genetal Index 100 8.2 2,9 1.1 -o.1 2.4 2.4
Mining L4.2 5.2 -2.O -2.3 -0.6 1.5 2.2
Manufacturing 75.5 9.O 3.0 1.3 -o.8 2.3 2.4
Electricity io.3 5.5 8.2 4.O 6.1 8.4 5.7
Source: CSO

Chart 1.2 : GDP & Industrial Growth (,IIPl-(Yol
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InfrastfActure

The index of 8 core infrastructure industries (comprising coal, crude oil,
natural gas, petroleum refinery products, fertilizers, electricit5r, cement and
finished carbon steel) with a weight of 37.9 in the IIP grew at 2.7 percent in
2015-16 compared to 4.5 percent in 2014-15 reflecting a general slowdown in
the economy (Table 1.5 and Chflrt I.SJ. Natural Gas with a negative growth rate
of {-lla.2 percent continued to be the worst performing infrastructure industry
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in 2015-16 followed by crude oil and steel, which registered a negative growth
of (-)1.4 percent each. Natural gas and crude oil production have declined
because of no major discoveries and problems with old oilfieids. Steel growth
was negative owing to world-wide production giut, which had its impact on
developing economy as we1l. Fertilizer production has witnessed robust growth,
on account on low oil and gas prices and various government initiatives.
Fertilisers and Electricity accordingly, were the leading infrastructure industry
recording an irnprovement from -0.1 percent and 8.4 percent respectively in
2OI4-15 to 11.3 percent and 5.2 percent in 2015-16.

Table 1.5
Growth {%) in Infrastructure Industries (Base: 2O04-O5=1OO}
Sectors Weight 2ALL-12 2012-t3 20L3-L4 2014-LS 2015-16

Coal 4.38 1.3 4.6 1.3 8.1 4.6
Crude oil 5.21 1.0 -0.6 -o.2 -o.9 -1.4
Natural Gas 1.71 -8.9 - 14.5 - 13.0 -4.9 -4.2
Refinery
Products

5.94 3.1 29.O# 1.5 0.3 3.8

Fertilizers 1.25 o.4 -3.4 1.5 -0.1 1 1.3
Steel 6.68 10.3 4.7 1 1.5 4.7 -7.4
Cement 2.41 6.7 7.7 3.1 5.6 4.7
Electricity 10.32 8.1 4.0 6.0 8.1 5.2
Overall 37.90 5.O 6.5 4.2 4.5 2.7

Source: Affice of the Economic Aduiser, Dl o Industrial Policy & Promotion
# Re{inery Products'yearly growth rates af 2At2-13 are not comparabie with
other years on accorlnt of inclusion of RIL(SEZ) praduction data since April,
20L2

7.
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1.4 Erternal Secf,or

Foreigru Trade
After reaching unsustainably high ievels, trade and current accountdeficits moderated on import restrictions in 2o13* L4 and continued so in2oL4-15' It might be recalled that the restrictions on gold were withdrawn mid-year in 2al4-15 and the continuance of robust outcome in 2a15-16 indicatesthat the external sector position is sustainable. Such an outcome in times ofcontinued low growth in trade volumes and weak giobal prospects issignificant' India's merchandise exports have been d.eclining continuously since

December 2a14, which is in line witi. the perforrnance of export growth indifferent countries. Reflecting a slowdown in ihe value of global trade owing tothe decline in global commodity prices and weak demand, the value of India,s
merchandise exports declined by 15.57 percent to USg 262.O billion in 201S_16, as compared to us$ 310.3 billion in 2A14-15. Imports for 2015-16 werevalued at us$ 380'4 billion, 15.10 percent lower as compared to us$ 44g.03billion in the corresponding period of the previous year. Moderation in tradedelicit in 2014-15 was due to, arnong other factors, decline in the value of pol,
imports by 16'0 percent, caused by fali in international oil price w 20.2percent tn' 2014-15. The moderation continues through in 2015-16 with further

8.



decline
118.36

in global crude
billion.

oil prices, with trade deficit in 2015-16 placed at US $

Table: 1.6
Export, Import and Trade Delicit (in U$ $ billion;
Item 20L4-15 Growth (%f 2015,16 Growth (%l

Exports 3i0.34 -7.29 262,OO -15.58
Imports 448.03 -0.48 380.36 - 15. 10
Trade
Balance#

-L37.69 -118.36

Source: Depaftm.ent of Comtr'Lerce
#: Exports minus Imports

Chart 1.3: Exports and Imports { in US $ billioql
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Foreign Exchange Reserues & Exchange rate.
The level of India's foreign exchange reserves comprises of foreign

cuffency assets, gold, Special Drawing Rightst and Reserve Tranchez Position

1 An international type of monetory reserve curretxcy, createcl by the lnternational Monetary Fund (MF) in 1969,
which operates as a supplement to the existing reseryes of member countries. Since IMF member nations have many
dffirent national cuwencies, the tMF denominares its members'quotas ifi terms of Special Drawing Rights (SDRI),
which is essentially a specified basket of major international c'urrencies. Created in response to concerns about the
limitations of gold and dollars qs the sole means of seltling international accounts, SDRs are designed to augment
internqtional liquidity by supplementing the standard reserye currencies.
' The proportion of the required quota of currency that each International l.{onetary Fund (lMF) member country
mustmust provide to the lMF, but can designate for its own use. The reserye tranche portion of the quota can be
accessed by the member nation qt any time, whereas the rest of the member's quota is typically not accessible.
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in the International Monetary Fund. The reserves increased from US$ 841.3g
billion at the end of March 20 15 to $ 355.55 billion in March 2A16. This was
on account of improvement in trade deficit, due to measures taken by the
government such as, curb on gold imports etc. Exchange rate depreciated, with
rupee depreciating by 5.9 percent from < 62.6lusg on March 31,2015 to
{66.3/US$ on March 31 , 2016. (Chart 1.S;s. This was mainly on account of the
fact that the dol1ar strengthened against a-11 the mqjor currencies because of
stronger growth in the USA as well as the fact that China's growth and
currency developments this year deteriorated, impacting the outlook on other
EDMEs owing to risk-aversion perceptions of global investors. It is, however,
instructive to note that in 2015-L6, the rrpee has performed better than the
currencies of most of other EDMEs (except the chinese yuan).

thart 1.5: Exchaneo Rate of Rupee vis-i-vis Euro & US$
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Net foreign direct investments (FDI) increased by 15,3 percent from $
3L.22 billion in 20 14- 15 to $ 36.00 billion in 2015- 16. This was on account
of India being an attractive investment source. In terms of the sectora-1

composition of FDI inflows, manufacturing is iikely to gain strength, further
the recent government initiatives to increase sectoral caps is likely to give
positive stimulus to FDI. Portfolio investment, however, recorded a net
outflow of US$ 4.5 brillion in 2015-16 as against a net inflow of US$ 40.9
billion in the year 2014-15. This reflected that indiawas notimmune from
the developments in the world, marked by uncertainties (Table 1.7).

India's reliance on foreign institutional investments (FII) as the means
of financing current account deficit warrants some caution in the near
future, as uncertainty and variability of capital flows put pressure, not only
on external vulnerability, but also on the exchange rate.

able 1.7
et Foreign Direct Investment (FDI)/Net Portfolio Investment

/rn USS billton)
Net FDI Net Portfolio Investment

zo11-12 22.06 17.t7
zo72-t3 19.82 26.89
2013- 14 21.56 4.82
2014-15 3L.22 40.90
201s-16 36.00 -4.50
Source: Reserue Bank of India

Cu.rrent Account Lleficit {CAD)

On a quarter-over-quarter basis India's current account deficit (CAD)
narrowed sharply to US$ 0.3 billion (0.1 percent of GDP) in e4 of.2015-16,
significantly lower than us$ 7.1 billion (1.3 percent of cDp) in e3 of 2015-
16. On a year*on-year basis it was marginally lower than US$ 0.7 billion
(0.1 percent of GDP) in Q4 of 2O14-15.

The contraction in CAD in Q4 Of 2015-16 was primarily on account of
a lower trade deficit (us$ 24.8 billion) than in e4 of 2at4-1s (us$ 31.6
billion) and US$ 34.0 billion in the Q3 of 20 15- 16.
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Net services receipts declined on a year-on-year basis largely due to fall
in exports of transport, financial services and telecornmunication, computer
and information services. Private transfer receipts, mainly representing
remittances by Indians employed overseas, amounted to US$ 15.7 billion
which is a decline from their ievel a year ago.

J.5 Inf'tation

Headline inflation based on the Wholesale Price Ind.ex (WpI), averaged
2.00 percent in 2ol4-15, and moderated to -2.49 percent in 2015-16. Fuel
inflation which was at (-)0.94 percent in2o14-1s, further moderated to (-
lr1L.67 percent due to continuous global weak demand and fall in the global
oil prices. Manufacturing inflation which was at 2.42 percent in 2or4 -ls
further subdued to (-)1. 1O percent in the year 2O15- 16. Food prices also saw
significant moderation with, below 5 percent inflation in the year 2O15-16
(Table 1,8).

'-./,

Inflation measured in terms of Consumer price Index
from 6.7 percent in 2A1S-14 to 5.g percent ir-2O14_15

(CPI) combined, eased
(Table 1.9).

Table 1.8
Annual Inflatioa rate {%} based on WpI
{Base 2OO4-O5=1OO}

Items/Groups

Weight
f/"1

April-March
{Average}

2014-15 2015-16
All Commodities 100 2.OO -2.49
l.Prirnary articles 2A.7 2.98 0.31
2.Fuel and Power Group L4.9 -4.94 -7L.67
3.Manufactured Products 65.0 2.42 -1.10
Source: Com{ruted from base data released bg the OM
Aduiser, D/ o Industrial PolicA & promotion

er Price Indox {Base ZSLLI

o13-14
014- 1s

12.
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I.6 Same m4jar highltghts of the Ecanomic Surueg 2015-16

The Economic Survey 2015-16, observes that a clear political mandate
for reform, and a benign externa-l environment, is expected to propel India,
on to a double digrt growth trajectory. Some key highlights of Economic
Survey 2015-16:

. Imoroued. mncroeconomic fundamentals durinq 2015-16: Giving a.n

optimistic picture of the Indian economy, the Economic Survey states
that, macroeconomic fundamentals were strong. Amidst the gloomy
landscape of unusual volatility in the international economic
environment, India stood as a haven of stability and an outpost of
opportunity. India's economic growth was arnongst the highest in the
world. India's share in world GDP had increased from an average of
4.8 percent during 2AAVA7 to 6.1 percent during 2008- 13 and
further to an average of 7.0 percent during 2Ol4 to 2015.

. Growth proiectiorus: GDP at constant market prices is estimated to
increase to 7 .60/o in 20 15- 16 from 7 .2o/o in 2A74-15. As per the Survey,
real GDP growth for 2016-17 was expected to be in the 7Yo to7.75%
rarrge. However, if the world economy remained weak, India's growth
would face considerable headwinds.

. Challenges be-fore the Indian economA: The Survey cautions that one of
' the most critical short term challenges confronting the Indian economy

was the twin balalce sheet problem or the impaired financial positions of
the Public Sector Banks (PSBs) and some corporate houses. The twin
balance sheet challenge was a m4jor impediment to private investment
and fulI-fledged economic recovery. To resolve this challenge
comprehensively would require 4 Rs: Recognition, Recapitalization,
Resotution, and Reform.The survey states that the year 2O16-17 was
expected to be a challenging one from the {iscal point of view. The
chances of India's growth rate in 2016-17 increasing significantly beyond
2015-16 leve1s were not very high, due to iikelihood of persistence of
global slowdown. Further, the implementation of the Seventh Pay
Cornmission recommendations and the One Rank One Pay (OROP)
scheme would also put additional burden on expenditure.

The Economic Survey 2015-16 invokes the legend of the
Charkravyuha from the Mahabharata describing the ability to enter but not
exit, with seriously adverse consequences. The Indian economy had made
great strides in removing barriers to entry for firms, talent, and technolory
but iess progress had been made in relation to exit. Over the course of six
decades, the Indian economy had moved from 'socialism with limited entry
to "marketism" without exit'. Impeded exit had substantial fiscal, economic,
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arrd political costs. Problem needs to be addressed through promoting
competition via private sector entry and direct policy action through better
laws to expedite exit.

The Economic survey terms the proposed Goods and services Tax
(GST) as a reform measure perhaps unprecedented in the modern global tax
history, but expresses concern on its delayed implementation.

Despite the number of tax returns filed picking up from mid-1980
onwards, nearly 85 percent of the economy remains outside the tax net.
Pointing out that just 5.5 percent of earning individuals are in the tax net,
translating to a ratio of about 4 percent of tax payers to voters, the Survey
says this ratio should be raised to a desirabie estimate of about 23 percent.

The survey concludes that the Government was committed to a
regime of fiscal consolidation and low inflation. The current economic
environment was stable wjth inflation, fiscal deficit and current account
deficit within manageable limits. Economic growth was recovering, albeit at
varleng speeds across sectors. However, foreign demand was likely to remain
weak, forcing India to activate domestic sources of demand to prevent t].e
growth momentum frorn weakening. The task ahead was to sustain growth
iri a difficult global environment.

1.7 ,Some major highlights af Unian Budget AALS-Id

The union Finance Minister presented the union Budget 2ar6-lz, on
February 29, 2016. In his Budget speech, the Minister stated that, the
Indian economy had held its ground firmly, despite the uncer[ain globa1
environment. He stated that, the growth of GDP had accelerated to Z.6vo in
2015-16, while the Consumer Price Index (CPI) inflation had come down to
5.4o/o- This was accomplished despite two consecutive years of monsoon
shortfall of L3o/o. He informed that, the external situation in India was
robust. The current account deficit had declined from us $ 1g.4 billion in
the {irst half of 2AL4-15 to US $ 14.4 billion in 2015_16. It was projected to
be I.4oh of GDP at the end of 2015-16. Foreign exchange reserves were at
the highest ever level of about US $ 3SO billion during the year. The major
chalienges highlighted in the budget include; the risks of further global
slowdown and turbulence and additional fiscal burden due to 7tr. Central
Pay commission recommendations and one Rank one pay. The budget
focuses on - (i) ensuring macro-economic stability and prudent fiscal
management. (ii) boosting domestic demand (iii) continuing with the pace of

b
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economic reforrns and policy initiatives to change the lives of our people for
the better. The focus is on enhancing expenditure in priority areas of - farm
and rural sector, social sector, infrastructure sector, employment generation

and recapitalisation of the banks and on vulnerable sections through: (i)

Pradhan Mantri Fasal Bima Yojana (ii) New health insurance scheme to
protect against hospitalisation expenditure and; (iii) facility of cooking gas

connection for BPL families. Some of the key announcements made in the
budget include, the following:

Agriculture and farmers' welfare
. Allocation for Agriculture and Farmers'welfare raised to { 35,984 crore.
. ?radhan Mantri I&ishi Sinchai Yojana' to be implemented in mission

mode. 28.5 lakh hectares to be brought under irrigation.
. A dedicated Long Term Irrigation Fund to be created in NABARD with an

initial corpus of about < 20,000 crore.
. Soil Health Card scheme to cover aJl 14 crore farm holdings by March

20t7.
. Provision of {15,000 crore in the BE 2OL6-17 towards interest

subvention, to reduce the burden of loan repayment on farmers.
r Allocation under Prime Minister Fasal Bima Yojana kept at < 5,500 crore.

Rural sector
. Allocation for rura-l sector al7. 87,765 crore.
. 100% viliage electrifrcation by 1st May, 2018.
. New scheme Rashtriga Gram Swaraj Abhigan proposed with an allocation

of {655 crore.

Social sector including health care
o Allocation for social sector including education and health care at

<1,51,581crore.
r { 2,000 crore allocated for initial cost of providing LPG connections to

BPL families.
o "Stand Up India Schemd' to facilitate at least two projects per bank

branch. This would benefit at least 2.5 lakh entreprenellrs.

Education, skills and Job creation
. 62 l:ew Nauodaya Vidgalagas to be opened.
. Sarua Shiksha Abhiyan to increase focus on quality of education.

Skill development
o Allocation for skil1 development at ( 1804 crore.
. 15OO Multi Skill Training Institutes to be set-up

+
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Job creation
o Government of India to pay contribution of 8.33% for all new employees

enrolling in EPFo for the first three years of their emplo5rment.

Infrastructure and investment
' Total investment in the road sector, including PMGSY allocation, to be {

97,OOO crore during 2Ol6-L7.

' Reforms in FDI policy in the areas of Insurance and pension, Asset
Reconstruction Companies, Stock Exchanges.

' A new policy for management of Government investment in public Sector
Enterprises, including disinvestment and strategic sale approved.

Financial sector reforms
r A comPrehensive Code on Resolution of Financial Firms to be i.ntroduced.o Statutory basis for a Monetary Policy framework and a Monetar5r policy

Committee through the Finance Bill 2016.
r A Financial Data Management Centre to be set up.

Governance and ease of doing business

' A Task Force constituted for rationa-lisation of human resources in
. various Ministries.

r Bill for targeted delivery of financiai and other subsidies, benefits and
services by using the AadLLctrframework to be introduced.

r DBT to be introduced on pilot basis for fertilizer.

Fiscal discipline
' Fiscal deficit i', RE 20Is-16 and BE 20 16-rz retained" at s.9o/o and 3.5%

respectively.
. Plan/ Non-Plan classification to be done away with from zoLT-Lg.

Make in India
t Changes in customs and excise duty rates on certain inputs to reduce

costs and improv€ competitiveness of domestic ind.ustry in sectors like
information technoiogr hardware, capital good.s, defence production,
textlles, mineral fuels & mineral oils, chernicals & petrochemicals, paper,
paperboard & newsprint, Maintenance repair and overhauling of aircrafts
and ship repair.

b
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Simplification and rafionalization of taxesI 13 cesses, levied by various Ministries in which revenue collection is lessthan t 50 crore in a year to be abolished.

1.8 Prrospects for 2O16-|T

The Indian economy has made substantia-l improvements in itsmacroeconomic fundamentals and in reducing macro_vulnerability, withreforms in key areas, pursuit of fiscar prudenc.LJ 
";;r";;;;;;;';;""- ,"price stability and comfortable level of externJ current account. withimproved industrial growth supprementing the buoyant seryices sector,overall economic growth has also picked ,pl s"t against the background ofthe unsupportive global econornic landscape, La back-to_back weakmonsoons with deleterious effects on farm production, the growth rate of 7.6percent in 2o1s-16 as estimated by the cso is encouraglng. In sharpcontrast, the global economy, shrouded in uncertainties and constrained bysluggish demand, has failed to generate confidence. while the emergingmarket economies have crearry srowed d.own, the rarge chinese economy isfaced with concerns of rebalancing investment and consumption activities.on the brighter side, however, the composite growth of India,s tradingpartners is projected to modesfly 

-improrl 
in zarc. Improvedcompetitiveness and brighter perceptions about the maian 

"*rro*, **reflected in greater investment inflows, In this environment, the Indianeconomy stands out as a haven of macroeconomic stability, resilience andoptimism. trn light of the encouraging performance of the econorny in 2015_16, marked by pickup in econolic growth, rower inflation, manageablecurrent account deficit, high foreign exchange reserves, buoyant taxrevenues, increasing foreign direct investment flows al0ng with thegovernment's push to feforms in crucial areas including banking,infrastructr.rre, power, taxation, etc., the near term prospects for theeconomy look bright. A strengthening of growth in India has been projectedby multi-lateral institutions. Howev-er, Irr" ,i"r. ,t *, *,iu remains is thesubdued global growth; slowdown and retraiancing in china,s economy;

Resource mobilization for agrrcurture, rural economy and cleanenvlronment
Ikishi Kalyan cess, @ o5% on all taxabre services, w.e.f. 1 June 2arc.Proceeds to be exclusively used for financing initiativ"" ro, ir"o."r"*"",
of agriculture and welfare of farmers.
Infrastructure cess, of. ro/o on smarl petror, LpG, cNG cars, 2.5yo on dieselcars of certain capacity and. 4%o on other higher engine capacity vehicles
and SUVs' No credit of this cess to be available nor credit of any other taxor duty be utilized for paying this cess.

1+.
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increased volatilit5r in financial markets; and, 'gradual tightening'in the
monetary policy in the United States. Keeping these cbnditions in view,
Indian growth may fall short of its growth potential of 8-9 percent. Yet, the
economy could continue weathering the global sluggishness with resilience
and consolidate tJre gains in macroeconomic stability in the year ahead. This
is an outlook that multilateral institutions, in their latest assessments, have
also attested to.
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SECTION 2

PERFOrMANCE OF I$DrAN RAILWAYS {rR}

2.1 Gross vq.lue Added. (GVA): Transport sector uiz-a-uin Railways
Growth

Growth in the railways was better in 2014-1s, as compared to the
performance of the road sector, a major competitor of the Railways, with rail
GVA {at constant prices) recording a growth of r.z percent, as against road
GVA at 6.3 percent in 2014- 1S. (Tabte 2t.1)

Sh.are i.LGVA

Share of GVA (at current basic prices) emanating from the transport
sector, including incidental services, storage, communication, etc. was 6.9
percent cluring 2or4-1s. of this, road transport accounted for 3,2 percent,
while share of railways was o.g percent. The share of each of the
componbnts in the transport sector has by and large stagnated over the
years. (Table 2.2).

tb

GVA
I 2013-14 @,

6.3
-&Cnqpqa* of which: 8.7 8.4
Railways 6.0 7.7
Eqgd Transport 6.2 6.3
Water Transport 4.2 8.2
Air Transport 

i

Services inciaentffi qn --1

Saurce: CSO
* Includes storage, commttnication & seruices
# I'r Reuised Estimate
@2"4 Reuised Estimate

related to ,roadcasting
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2,2 lllouem.ent of Raltwag Rupee

Table 2.3 shows the source of a rupee earned by the IR and the
pattern of its outflow. In terms of earnings, the major share continues to
come from goods traflic earnings, followed by passenger earnings, while the
pattern of outflow indicates that a major share is taken up by salaries and
pension, followed by fuel expenses. In 2oL4-Ls,. wage/pension costs
accounted for alrnost half of the total expenditure, while fuel costs
consumed 18 percent.

9o,



tllhere, Iiup- tiie :we nt
2010-11 20Lt-L2 20t2-L3 2013-14 2014-L5

Staff Wages &
Allowances 37 37 34

JJ 30

Pension Fund 16 L6 17 t7 18
Fuel t7 18 1B 19 18

Misc. Expenditure 9 9 8 I I
Dividend 5 5 4 6 6
Lease Charees 4 4 4 4 4
Stores 4 J J J 3
Depreciation
Reserve Fund 6 6 5

6 5

Development Fund 2 1 6 2 1

Canital Fund 1 1 o.03 4
Total 100 100 100 100* 100*
Source: Explanatory h
* Figures do not qdd L,

[emorqnda on the Railways Budget for uarious Aears
ecantse of roundinq off

J

2,3 Resource lUlabiltso,tion

Railways' Plan expenditure is financed mainly through (i) Gross
Budgetary support (GBS), (ii) Railways' internal resources which are
transferred to various Raiiway Funds, and (iii) market borrowings. It may be
seen in Table 2.4 that GBS accounted for 3g,93 percent of the funding
during 2015-16, with extra budgetary resources ald internaL resources
accounting for 37.59 and 20.24 percent respectively. As against this, in
2oL6-17, the reliance on GBS has been targeted to be reducecl to 2g,2g
percent, with increased focus on extra budgetary resources like institutional
finance and market borrowings.

J

2015-16 (REl 2016-r.7 {BE}

Gross Budgetary Support
32000.00

(32.00) 34220.OO (28.28)
Railway Safety Fund 2661.00 (2.66) 10780.00 (8.9U

Internal resources
16638.00

{16.64) 16675.00 (13.78)

2r.



Extra Budgetary Resources
48701.00

(48.70) s932s.OO (49.03i

(i) Market Borrowing
11848.00
(11.Ss) 20000.00 (i6.s3)

(ii)PPP
27269.O0
(27.27]| 18s40.00 (is.16)

(iii) Institutional
Finance es84.0o (9.s8) 20985.00 (17.341

Total 10000(}.oo 121000.oo
Source: Budget Speech 2016-17 and Outcome & Performance Budget 2016-

17
Note: Figures in parentheses s?tow ?6 share in total outlay.
BE: Budget Estimate RE Repised Estimate
Figures may not add to 1A0.0 due to rounding off

b
2.4 Traffic Earrliings and Working Expenses

Gross Traffic receipts of the IR increased by 7.10 percent in 2015-16
(RE) as against 12.29 percent in 2oL4-15. while goods earnings grew by

5.73 percent in 2}L5-16(RE), passenger earnings increased by 6.gG percent.

The increase in total working expenses at 5.38 percent was lower than the
growth recorded in gross traflic receipts during 201s-16. The trend is
expected to continue in 2016-17, with gross traffic receipts budgeted to
increase by 10.12 percent during 2016-17, and total working expenses by
L2.32 percent, during the fiscal. (Table 2.5)

o/o change over preceding year

2014-15 201s-16 (RE) 2OL6-17 (BE)
Passenger Earnings 15.49 6.96 13.04
Goods Earnings 12.66 s.73 5.44
Gross Traffic Receipts 72.29 7.LO 10.12
Total Working Expenses 9.73 5.38 12.32
Source: Railway Budget documents for 2015-lO &, 2016-17
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2.5 Reuenue earning Goods Traffic carried. by the Railwags

iR's freight traffic broadly consists of two groups, bulk goods' comprising of
seven commodities+ and 'other goods' covering the rest of the commodities carried
by the IR. Freight traffic accounts for nearly two third of IR's revenues, out of which
coal, iron ore and cement alone accounted for 6O.59 percent of the freight earnings
in 2O15-16 and 7O.2O percent of the major freight tonnes originating (Table 2.6).
While in case of coal, iron ore, cement and fertilisers, railways is the mqjor carrier,
this percentage is relatively smalt for other bulk commodities viz. pOL and food
grains, where pipelines and road transport, respectively are the predominant modes
of transport.

Lo ading r> erform{znce & freWhtss$ll}gs
The loading of major commodities carried by the railways (Tabte 2.6)

increased by 0.60 percent in 2015-16 over 2O14-15, while total railway earnings
from these commodities recorded an increase of 3.77 percent during the period.
The bulk commodities that contributed the highest to freight earnings during eOL4-
15 were coal (45.74 percent), cement (8.38 percent), and food grains (7.15 percent),
followed by iron ore {6.47 percent).

o Seven Bulk cammodities carried. bg IR: Coal, Steel, Iron ore, Cement, !-ood.grains, Fertilizers, p.O.L

Railway Loading
{Tonne* Originating}

Railway Earnings

Commodities

2074-'
15
Loading

(MT)

2015-
16
Loading
(MT)

ohage

change
over
last
year

%
share
to total
loading
20 15-
16*

20 14- 15

Earnings
(Rs.
crores)

2015-16

Earnings

(Rs.
crores)

o/odge

change
over last
year

% share
to total
earnings
2015-
16*

1 Coa-l 545_h5 551.67 1.10 49.96 48373.15 49988.98 3.34 45.74
11 Raw

Material for
Steel Plants 19.19 20.30 5.78 1.84 1951.38 2022.74 3.66 1.85

I11 Pig iron &
finished
steel 39.97 42.47 6.25 3.85 6404.99 7046.66 10.02 6.45

lV Iron Ore rt2.78 117.38 4.08 10.63 7909.64 7072.47 10.58 6.47
Cement 110-17 106.07 -3.72 9.61 9181.88 9157.O1 -0.27 8.38
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2-6 operatlng Ratio The operating ratios that had deteriorated sharply
during 2010-11 to 2OLL-72 on account of an increase in global fuel prices,
and the impact of the 6tl' Pay Commission, improved significantly from g4.9
percent Ln 2olL-72, to 9o.2 percent ln 2oL2-13. This was largely d,ue to the
partial rationalisation of passenger fares and hike in freight charges. After
increasing again to 93.6 percent in 2A13-14, it fell to 9O.O percent in 2015-
16, and has been budgeted at 92.o percent in 2015-16. (Table 2.2).

table 2.? .

opepating rbttc of IR
Year Operating Ratio (%f

2010-11 94.6
20Lt-12 94.9
2012-13 94.2
2013-14 93.6
20L4-L5 91.3
201s-16 {RE) 90.o
2OL6-17 (BE) 92.A
Source: Indian Raikuags Annuat Aepo@
Explanatory Memorandum on the Railutags Budget for 2o16-12
BE: Budget Estimate RE: Reuised Estimate

a

2.7 Fare Freight Ratio
The fare-freight ratio, that is the

freight rate per net tonne km, in India

ratio of passenger fare per km and

is among the lowest in the world,

5 
The operating ratio reptesents the percentage of working expenses ro gross trffic earnings

vl Foodgrains 54.99 45.84 -76.64 4.15 8550.38 781t.29 -8.64 7.15\
v11 Fertilizers 47.44 52.25 1o.14 4.73 5431.t2 6919.88 27.41 6.33
v111 P.O.L 42.73 43.96 2.88 3.98 5705.75 6003.04 5.21 5.49
lx Container

Services
48.A4 46. iB -5.45 4" 18 4468.92 5483.41 12.62 5.O2

x Other Goods
75.82 78.05 2.94 7.O7 6931.38 7775.98 12.t9 7.12

TOfAL 1097"58 tLo4.t7 o.60 1(x).oo 1()5S13.()7 1o.928L.46 s.77 10().oo
Source: Directorate o/Sfaflstics & Economics, nailw.ay noara
Note: MT- Million Tonnes
* May not add up to 100.00 due to rounding off.
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indicating the extent of cross-subsidization from freight to passenger. A

iower ratio is indicative of higher cross subsidisation. The ratio which was

0.27 in 2009-10, after having remained unchanged through 2Ol1-12,

deteriorated to O.22 in 2012-13, and improved to O.24 in 2014-15 (Table

2.8).

Table 2.8
Fare Freight Ratio

Average
rate per

passengef
km (in
paise)

Average rate
per tonne km

(in paise) Fare freight ratio

2AO9-LO 25.9A 94.77 o.27
2010-11 26.34 96.99 o.27
2AtLt2 27.OO 1O1.47 o.27
20L2-t3 28.50 128.50 o.22
2073-74 32.O0 137.53 o.23
2014-t5 36.80 t5t.24 4.24
Source: Indian Railuags Annual Report & Accounts 2014-15

2.8 Efliciency Iadicators

There has been improvement in efficiency indicators of IR during
2OL4-L5, (Table 2.9)t}:rat needs to be sustained.

L

Table 2.9
Select Eifliciency Indicators of Indian Railways

2010-
11

20LL.
L2

20L2-
13

20L3-
L4

2At4-
15

Indicators for rncrease in freight earning & reduction in co$ts
Wagon Loading per day (BG) 4L633 43157 4451O 46301 48259
Daily freight train loading
(million tonnes)

2.53 2.65 2.76 2.9A 3.42

Indicators of staff productivity
NTKM/Employee (open line) in
million

0.48 0.55 0.53 o.53 0.55

Passenger KM /Empioyee (open
line) in million

o.73 0.86 0.90 o.91 o.92

source: outcome & Performance Budget of Railways for uarious years
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2.9 wholesare ?rice Index twp$ based, Ircfration rate of iryruts used. bg
Ro;lll;lzags

wPI based Inflation rates of seiect inputs used by IR, may be seen in
Tabte 2.10- Most of the inputs recorded 1ow inflation during 2o1s_16. High
speed Diesel recorded an inflation rate of (-) 16.2g percent, as again st 2.49
percent in 2014-15' other inputs like electricity for railway traction ancl
lubricants recorded an inflation rate of 3.17 percent and 2,11 percent
respectively, as against 4.65 percent and 4.74 percent in 2014-ls.

\>

b

Table 2.1O
Average WpI based inflation
Railways
Base; 2OO4-OS=1OO

':

rate {%} of select iaputs rrsed hy tudia,n

-

I 2017_L2
,, If ;-L

.r2o12-1a T 2010-r4 2o14-1s i zorS-G
r&uu urcscl (rrDrJ, (JIl I E.45 11.56 i8.68 2.49 -16.28). Ilthna .ry.oc 6.I5 6.10 4.74 2.11y ror Kculway tractron 2.15 7.74 2A.29 4"65

1.3 /
3.17
238

4. Cement & Lime 4.06 7.43 -o.98
5. Other Transport equipment 8.28 5.Os 1.9 i -o,05 0.61

r. Railway Brake Gear 7.27 2.44 3.O2 1.19 1,94
n. Kailway Axle & wheel 5.00 1.26 2.84 1.46 -o.72
ru. Other Rail Equipment 22.68 7.O4 1.87 0.00 0.00

6. Basic Metals, etiojiE lraetat
Products

1 1.06 6.2b -o.93 0.63 -6.63

Lruu$ ruefals

a. Rails
10.38 5.86 -0.95 o.46 -8.88
0.96 1.75 1.30 4.65 o.1,2

ii Non-Ferrous Metals 2.37 2.42 1.93 2.78 -2.62
srcu Ll rual rylacnlnery,
equipment & batteries

4.74 2.49 2.74 1.49 -0.31

S.Chemicats A Chernicafs
Products

8.61 b.b2 3.63 2.64 -r.48

y. Non-Metallic Mineral products 5.74 6.77

1.7O

i.81 3.98 2.60
10. Cotton TextileS 71.29 8.06 2.90 -3.72

6-02
rrug,s 06 rlmDer

10
6,77 9.54 -0.68 -9.48

aJ l)rcsPer
.(nr

4.99 
| 6.20 I

I
6.oe 

I 6.87 I 1.43
J Lw uJ Lt w DLl)fLOfruC llQlnse\ D/o Industrial Policg & Yomotion
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2.1O Some keg hightights af Raitwag Budget g7|6-tz

union Railway Minister shri suresh prabhu on 2s Febru ary 2016
presented the Railway Budget 2016,-17 in the Parliament. This was ilre
second railway budget for Shri Suresh Prabhu and third raii budget of t1.e
Prime Minister shri Narendra Modi-led NDA government. some of the key
highlights of Railway Budget 2015-16 are as follows:
Theme of the Budget:

. 'chalo, Milkar Kuch Naya Karen, for overcoming challenges
Reorganize, Rejuvenate, Restructure Indian Railways

. Three pillars strategr: Nav Arjan - New revenues, Nav Manak _ New
norms, Nav Sanrachna _ New Structures.

Railway Fares

' No new hike in passenger fares and Freight fares. Promised to bring
down freight rates and double non-tariff revenue for the Indian
Railways.

New Initiatives
. For the unresened passenger:

o (i) Antyodaya Express superfast unreserved service.
o (ii) Deen Dayalu unreserved coaches with potable water facility

and higher number of mobile charging points.
. For the resenzed passenger:

o (i) Humsafar: Fully air-conditioned. service rxrith an optional
seryice for meals.

o (ii) Tejas: It will operate at speeds of 1so kmph and above and
shali showcase the future of train travel in India. It will offer
onboard services such as local cuisine, entertainment, WiFi, etc.

o (iii)uDAy (utkrisht Double-Decker Air-conditioned yatri)
Express: overnight double-decker e4press on the busiest
routes. Potential to increase carrying capacity by armost 4oo/o.

o (i") SMART (Specially Modifred Aesthetic Refreshing Travel)
coaches: These coaches are designed to ensure higher carrying

(
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capacity and provision of new arnenities including automatic

doors, bio-vacuum toilets, bar-code readers, water-leve1

indicators, accessible dustbins, ergonomic seating, vending

machines, improved aesthetics, LED 1it boards for ad.vertising,

entertainment screens, Public Address system.

Cleanliness: SMS service 'Clean my Coach', ranking of A1 and A
railway stations based on periodic third party audit and passenger

feedback, Awareness campaigns.

Waste segregation and recycling centres, additional 30,OOO bio-toilets
etc.

Catering and stalls at statlons: IRCTC will manage catering services

in a phased manner; explore possibility of making catering serrrices

optional, build local ownership and empowerunent. Railway is
extending e-catering to all rail stations. IRCTC will make available

local cuisine of choice, hygienic food. Travelling mothers, Children's

menu, baby foods, baby boards will be made available.

Rail Mitra Sewa: Strengthening the existing services for enabling

passengers to book battery operated cars, porter services, etc.

Expanding Sarathi Seva in Konkan Railway to help the disabled and

old passengers.

Ticketing: Capacity of e-ticketing system has been enhanced from

2O0O tickets per min to 7,2AO per min. Railway introduces 1,780

ticket-vending machines. e-ticket facility for foreign debit, credit card

holders

Mobile Applications: Integrating all facilities into two mobile apps

that will deai with ticketing issues and for receipt and it will also

redress complaints and suggestions.

Pilgrimage centres: The provisions of passenger amenities and
beautification of stations at pilgrimage centres will be undertaken on

priority basis. Aastha circuit trains will connect important pilgrim
centres.
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High speed Rail: From Mumbai to Ahmedabad will be undertaken
with the assistance of the Government of Japan. prime benefit would
be providing technolory advancements and new manufacturing
capability.

Entertainment: Invite FM Radio stations for providing train borne
entertainment. Extension of 'Rail Bandhu'in all regional languages to
al1 r.""*"d classes of traveilers.

Rationalising the tarilf structure: Tariff policy will be revived to
evolve a competitive rate structure, signing long term tariff contracts
customers using pre-determined price escalation principles with key
freight.

Bullding terminal eapacity: Developing Raii side logistics parks and"

warehousing in PPP mode, TRANSLOc (Transport Logistics company
of India) will develop 1O goods sheds in 2Ot6-lZ.
india's first rail auto hub wiil be inaugurated in chennai. Rail
University will come at Vadodara, Gujarat.

Development of cold storage facilities on vacant land near freight
terminals in which 1oca1 farmers and fisherman will be glven
preferential usage of the facility.

t{urturing customers: Appointing key customer Managers to liaison
major freight stakeholders. Each zonal Railway will develop customer
commitment charter indicating service level commitments of Indian
Railways.

Travel rnsurance to passengers: optional travel insurance will be
offered for rail journeys at the time of booking.

Process Improvements:

o {i) Finalization of Epc projects standard document to implement
at least 20 projects in 2ol6-tr. In future, end.eavouring all
works valuing above { go0 crore through Epc contracts.

o (ii) contracts based on performance output parameters in order
to review service contracts to integrate them outcome focused
and simpler.
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o (iii) Leveraging technologr for project management, using latest
drone technol0gr and Geo spatial based satellite technol0gz for
remotely reviewing the physical progress across major projects.
GPS-based digital dispray in coaches for showing upcoming
stations.

o (iv) System-wide Information Technolog, integration through
innovative partnership models.

Rail Development Authority: It wil be established as statutory body
to enable fair pricing of railway services and promote competition,
protect customer interests and determine efficiency standards.
Tourism:

o (i) Indian Railways will partner with state Governments for
operating tourist circuit trains, promotion of tourism through
UNESCO world heritage Rai1r*,ays ald Railway museums.

o (ii) To spread a\ ra.reness about our National Animal, ttre Tiger,
complete packages including train journey, safaris and
accommodation to cover the wildlife circuit comprising Kanha,
Pench and Bandhavgarh wilt be offered.

Financial performance

o savings of { 8,720 crore neutrarizing most of the revenue
shortfall, expected and operating Ratio of govo for 2o15- 16.

o For the year 2016_17, Targeted Operating Ratio (OR) is pegged
at 92ok.

o The growth of ordinary working Expenses is planne d at rt.6vo
after building in an immediate impact of zth pc and reductions
in diesel and electricity consumption.

o Revenue generation targeted at { 1,g4,g20 crore.
Investments and Resources

o Process bottrenecks overhauled including delegation of powers
to functional revels; average capital expenditure over 20o9-14 is
t 48,10O crore, average growth of go/o per annum.
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o 20 15-16 investment wourd. be close to double of the average of
previous 5 years.

o 2016-17 cApEX pegged at t 1.21 lakh crore; imprementation
ttrrough joint ventures with states, deveroping new frameworks
for PPP, etc.
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